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BEFORE THE OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA

IN THE MATTER OF THE APPLICATION OF CHESAPEAKE

APPALACHIA, L. L. C. FOR AN ORDER FROM THE

COMMISSION POOLING TRACTS AND INTERESTS OF - DOCKET NO. 173
OIL AND GAS OWNERS IN THE ABSENCE OF A VOLUNTAR

AGREEMENT FOR THE DEVELOPMENT AND OPERATION

OF UNIT BLOCK 107 IN THE TUSCARORA SANDSTONE CAUSE NO. 28
POOL OF THE INDIAN CREEK FIELD, MALDEN DISTRICT,

KANAWHA COUNTY, WEST VIRGINIA, PURSUANT

TO WEST VIRGINIA CODE 22C-9-7(b), AS AMENDED.

REPORT OF THE COMMISSION

This cause came before the Commission on October 12, 2006, at 1:00 p.m., at the Office
of the Department of Environmental Protection, 601 — 57" Street, Charleston, West Virginia, after
giving notice of hearing as required by law, on the Application of Chesapeake Appalachia, L. L. C.
(“Applicant’) for an order from the Commission pooling unleased tracts and interests of operators
in the absence of a voluntary agreement for the development and operation of Unit Block 107 in
the Tuscarora Sandstone Pool of the Indian Creek Field, Malden District, Kanawha County, West
Virginia. -

FINDINGS OF FACT

1. The application was submitted under the provisions of §22C-9-7(b) of the Code of
West Virginia, as amended, and the applicable rules of Practice and Procedure of this
Commission. . . o

2. An Order establishing Spec_ial' Field Rules was issued by the Commission on
August 29, 1979, for the Tuscarora Sandstone Pool of the Indian Creek Field, Malden and Elk
Districts, Kanawha County, West Virginia.

3. From the evidence and testimony introduced in the hearing, it appears and the
Commission hereby finds:

(a) Applicant has obtained Lease Agreements with voluntary pooling
provisions representing approximately 88% of the oil and gas interests in
Unit Block 107. :

(b) Applicant has made reasonable efforts to obtain leases or lease
modifications (to add pooling rights) from the remaining oil and gas
interest owners in Unit Block 107, but has been unable to do so.

(c) The interests of all unleasgd owners of oil and gas interests or leased
owners with no pooling provisions are shown in Exhibit A to this Order.

(d) Applicant proposes to act ‘as operator for the development of Unit
Block 107 and is unaware of any other interested person who proposed
to act as operator.

(e) No other operator or royalty owner made an appearance at the hearing.




{)) Appllcant estimates the dry hole and completion costs for the proposed
well in Unit Block 107 (Well No. 825550) is $603,457 and $432,670,
respectively.

(9) In the absence of the pooling order and designation of Applicant as
operator, the oil and gas within the Tuscarora Formation underlying
tracts within drilling Unit Block 107 may not be produced and developed.

CONCLUSION OF LAW

1. Due notice of the time, place and purpose of the hearing has been given as required
by law.

2. Pursuant to West Virginia Code §22C-9-7, as amended, the Commission has
jurisdiction over the subject matter embraced in said notice, and the persons interested therein,
and jurisdiction to promulgate the hereinafter-prescribed Order.

3. That Applicant is an operator within the meaning of West Virginia Code §22C-9-
2(a)(4), and as such has standing to make the application which is the subject of this hearing.

4. That the granting of this application will prevent waste of oil and gas resources and
will protect the correlative rights of all persons having an interest in oil and gas underlying Unit
Block 107.

ORDER

. It is hereby ORDERED that the unleased interests in the Tuscarora Sandstone, Indian
Creek Field, Malden District, Kanawha County, West Virginia, underlying Unit Block 107 of said
field be pooled under the following terms and conditions:

1. Applicant, Chesapeake Appalachia, L. L. C is designated Operator of Unit Block 107
andis authorized to drill a well on said block, subject to securing an appropriate Drilling Permit
from the Division of Qil and Gas.

2. All persons on Exhibit A are deemed to be an operator as defined in West Virginia
Code §22C-9-2(a)(4) as to any unieased interest and may elect to participate in the development
of Unit Block 107 as authorized by law, by submitting in writing to Applicant and the
Commissioner their election to participate within ten (10) days from the date of this Order. Such
election shall obligate said persons to pay their share, calculated on the net oil and gas acreage
in the unit, of all reasonable costs and expenses of drilling, completing, equipping, operating and
plugging the well, including reasonable charges of the Applicant for supervision of the operation
of the well. Any operator not wishing to participate in the risk and cost of drilling may elect to:

(a) Surrender his interest to the designated operator, Chesapeake Appalachia,
- L. L. C., on a reasonable basis and for a reasonable consideration by
notifying Applicant and the Commissioner, in writing, within ten (10) days of
the date of this Order, of his election to surrender. If an electing owner and
the designated operator cannot reach such an agreement as to the basis and
consideration for such surrender, the Commissioner will, upon written
application, conduct further hearings herein to determine the same.

(b) Participate on a carried basis, as described in West Virginia Code §22C-9-
7(b)(5)(B), by notifying the Applicant and the Commissioner, in writing, within
ten (10) days of his election to participate on a carried basis.



(c) Any operator who fails to notify the Applicant and the Commissioner of his
election under Sections (a) and (b) of Paragraph 2 above, as required, shall,
pursuant to the Commission’s authority to prevent waste and protect
correlative rights, be deemed to have elected to participate on a carried basis
as set forth in option (b) above.

3. Persons identified in Exhibit A are royalty owners joined in Unit Block 107 pursuant to
this Order and are entitled to their proportionate share of royalty in accordance with the terms of
their respective leases or, as defined in §22C-9-2(a)(5) of the West Virginia Code, are unleased
royalty owners and are entitled to their proportionate share of one-eighth (1/8) royalty of
production as Ordered in the amendment to Order No. 1 dated August 29, 1979.

4. All royalties hereunder shall be paid on the basis of the proportion that their net oil and
gas acreage within the unit bears to the total acreage within the unit.

5. All proceeds due oil and gas owners who are unknown or unlocatable shall be placed
in a suspense account by Applicant.

6. This Order shall not operate to prevent unleased owners of interests in oil and gas
within Unit Block 107 from hereafter leasing or otherwise assigning or conveying said interest to
Applicant. "

7. Applicant will submit to the Commission a final accounting showing the actual drilling
and completion costs for Well No. 825550 within 30 days after all such costs have been received
and determined by Applicant.

The Comhission further incorporates the Report of the Commission and the Findings of
Fact and the Conclusion of Law as a part of this Order. -

IN THE NAME OF THE STATE OF WEST VIRGINIA:

OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA
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BEFORE THE OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA
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IN THE MATTER OF THE REQUEST BY

CHESAPEAKE APPALACHIA, LLC DOCKET NO. 173
FOR AN ORDER FROM THE COMMISSION

POOLING TRACTS AND INTERESTS OF

OIL AND GAS OWNERS FOR THE CAUSE NO. 28
DEVELOPMENT AND OPERATION OF

UNIT BLOCK #107 IN THE TUSCARORA

SANDSTONE POOL OF THE INDIAN CREEK

FIELD, MALDEN DISTRICT, KANAWHA COUNTY,

WEST VIRGINIA. @ R ﬂ G ﬂ N A L
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Transcript of proceedings had and testimony adduced
at a hearing held in the aforementioned matter on
Thursday, the 12th day of October, 2006, beginning at 1:10
p.m., in the offices of the West Virginia Department of
Environmental Protection, 601 57th Street, S.E.,
Charleston, Kanawha County, West Virginia, before BRIAN K.
LAY, Commissioner.

ACCURATE REPORTING SERVICE, INC.
526 SEVENTH STREET
HUNTINGTON, WEST VIRGINIA 25701

(304) 345-9891 * (304) 522-9637 * (606) 329-2154
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APPEARANCES :

On behalf of the Commission:

BARRY K. LAY, Commission Chairman
Department of Environmental Protection
0il and Gas Conservation Committee

601 57th Street
Charleston, West Virginia 25304

ANTHONY GUM, Commission Member

ROBERT L. RADABAUGH, Commission Member
JAMES MARTIN, OGCC

BRETT LOFLIN, OGCC Staff, Program Director

On behalf of the Applicant, Chesapeake
Appalachia, LLC:

ANTHONY A. WILHOIT, ESQUIRE
Chesapeake Appalachia, LLC
Post Office Box 6070

Charleston, West Virginia 25362-0070
APPLICANT WITNESSES: DX CcX RDX RCX EXAM
Keith Moffatt 4 8 9
Ralph Parsons 10 15 15
Robert Paolini 16 19
Robert Schindler 20
Jeff Cable 22 24
EXHIBITS: MARKED
No. 1 (Notice of Hearing with 4

Certified Receipt Cards Attached)

No. 2 (Notice of Continuance) 4
No. 3 (Affidavit of Publication) 4
No. 4 (Unknown Interests) 4
No. 5 (8/22/06 Letter from Chesapeake) 4
No. 6 (Application) 4
Reporter's Certificate Page 29
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COMMISSIONER LAY: Before the 0il and Gas

Conservation Commission of the State of West Virginia in

the matter of the request of Chesapeake Appalachia, LLC,

for an Order from the Commission pooling tracts and

interests of o0il and gas owners for the development and
operations of unit block #107 in the Tuscarora Sandstone
pool of the Indian Creek Field, Malden District, Kanawha
County, West Virginia. This is Docket No. 173, Cause No.
28.

Let the record show that present are
members of the Commission, Anthony Gum, Bob Radabaugh,
Barry Lay, James Martin and members of staff, Brett
Loflin.

I'd like to place of record as Exhibit 1 a
copy of Notice of Hearing for September 14th, 2006, along
with the certified receipt cards collectively as Exhibit
1.

I'd like to place of record as Exhibit 2 a
copy of a Notice of Continuance granted until October the
12th, today.

Exhibit 3, the Affidavit of Publication.

Exhibit 4, a copy of the unknown
interests.

This becomes Exhibit 5, this letter from
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Chesapeake, dated August 22nd, 2006 requesting a hearing.

And collectively as Exhibit 6 the

Application.

(Exhibits Nos. 1, 2, 3, 4, 5 & 6 were

subsequently marked for identification and are attached

hereto.)

At this time, the Commission will take

appearances.

MR. WILHOIT: Mr. Chairman, members of the

Commission, my name is Tony Wilhoit. I'm here on behalf

of the Applicant, Chesapeake Appalachia, LLC, and I have

brought witnesses to testify before this Commission, Mr.

Keith Moffatt, Mr. Ralph Parsons, Mr. Bob Paolini, Mr.

Robert Sinclair -- or Schindler, and Jeff Cable.

COMMISSIONER LAY: At this time, would the

court reporter please swear the witnesses?

(Witnesses sworn.)

COMMISSIONER LAY: You may proceed.

MR. WILHOIT: Thank you, Mr. Chairman.

We'd like to call the first witness being Mr. Keith
Moffatt.

KEITH MOFFATT, after having been first
previously duly sworn, was examined and testified as

follows:
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DIRECT EXAMINATION

BY MR. WILHOIT:

Q. Mr. Moffatt, would you state your full name for

the record, please?

A. Keith Moffatt.

Q. How are you employed?

A. I'm an in-house attorney with Chesapeake

Appalachia.

Q. Are you familiar with the application that's

currently pending before this Board?

A. Yes, I am.

Q. And is the application filed pursuant to West

Virginia Code Chapter 22C, Article 9?

A. Yes, it is.

Q. And is Chesapeake Appalachia, LLC, an operator

within the meaning of the Code section?

A. Yes, it is.

Q. Are you familiar with any field rules that may
apply to this particular area that you're asking for the
order?

A. Yes. There are special field rules that apply
to this particular field, and I believe the order
establishing the field rules is dated August 29, 1979.

Q. All right. Do you know the size of the units
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that have been formed by the special field rules?

A. Yes. The special field rules require drilling

units consisting of 640 acre units, and there is also a

spacing requirement which establishes that the well has to

be 1500 feet from the unit boundary lines.

Q. All right, sir. Now, the application is a

location for your well number 825550 in unit block #107.

Does the application for the permit contain a description

of the property, a plat showing where the well location is

proposed?

A. Yes, it does.

Q. Do you have copies of those plats attached to

the application?

A. Yes, sir, attached as Exhibits No. 1 and 2.

Q. All right, sir. And it's your testimony then
that this location that's depicted on Exhibits 1 and 2
comply with the special field rule requirements and the
spacing requirements of the Oil and Gas Conservation
Commission?

A. Yes, it does.

Q. All right, sir. To the best of your knowledge,
do you know of any other operator who desires to operate
in unit block #1072

A. No, I do not.
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Q. Do you know of any other permitted deep well

locations within two miles of this proposed well?

A. No.

Q. Are you familiar then with the amount of

ownership that Chesapeake has in the block 1077?

A. I know what the percentage of ownership is as of

the date the application was filed. I believe we have

testimony from other witnesses which will indicate there

have been changes in that number since the application was

filed.

Q. All right, sir. What was that number at the
time of application?

A. Eighty-eight percent.

Q. And that number has increased since the date of
the filing of it?

A. That is correct.

Q. All right, sir. Are you requesting then that
the Board or Commission enter an order designating the
applicant as the operator of unit block 107 and pooling
the interests and tracts of the owner of oil and gas
within this unit as depicted?

A. Yes, that's what Chesapeake is requesting.

Q. And will the granting of your application

foster, encourage and promote development, production,
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utilization and conservation of oil and gas resources?

A. Yes, it will.

Q. Will it prohibit waste of oil and gas resources?

A. Yes, it will.

Q. Does it maximize, encourage the maximum recovery
of o0il and gas?

A. Yes, it does.

Q. Does it interfere with any correlative rights of
any other operators, to the best of your knowledge?

A. No, it does not.

Q. And this order would not interfere with or alter
development of the spacing pattern of the total area
encompassed within the special field rules?

A. No, it would not.

MR. WILHOIT: That's all I have of this
witness.
COMMISSIONER LAY: Questions from members
of the Commission?
CROSS EXAMINATION
BY MR. RADABAUGH:

Q. Back to your second or third thing there toward
the end when you were talking about waste. Mr. Moffatt
was answering a question on waste, that it will promote

waste or will not promote waste?
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MR. MOFFATT: It will not promote waste.
MR. WILHOIT: Prohibit waste.

MR. RADABAUH: Nothing further from me.

EXAMINATION
BY COMMISSIONER LAY:
Q. And you may not be the correct one, Mr. Moffatt,
to ask, but I have a difficult time -- the location itself

on Exhibit 1, is it depicted on tract 27

A. Yes, it is.

Q. That is the location, it is located on tract 2°?
A. That is correct.

Q. And to tract 2, we are not pooling any

individual on tract 2°?

A. That's correct. The surface is owned by Posler,
which we do have the surface easement and consent and
Chesapeake owns the oil and gas underlying tract 2.

COMMISSIONER LAY: Marty?

MR. MARTIN: No questions.

COMMISSIONER LAY: Brett, any questions?

MR. LOFLIN: No questions.

COMMISSIONER LAY: You may call your next
witness.

MR. WILHOIT: Call Mr. Ralph Parsons.

RALPH PARSONS, after being first
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previously duly sworn, was examined and testified as
follows:
DIRECT EXAMINATION

BY MR. WILHOIT:

Q. Mr. Parsons, would you state your full name for

the record, please?

A. Ralph Parsons, contract landman for Chesapeake.

Q. Mr. Parsons, are you familiar with this

application currently pending before this Commission?

A. Yes.

Q. And you are familiar with Exhibit No. 5 attached

to the application which is the Consent and Easement

Certificate?
A. Yes.
Q. Did you in fact acquire this Certificate of

Consent and Easement?

A. That's not --

Q. I'm sorry. Ralph, I'm sorry. I think I've got
the wrong set of questions for you.

A. Yes.

Q. In connection with this application, are you
familiar with the parties listed on Exhibit No. 6°?

A. Yes.

0. Okay. And these are the parties that at the
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time of filing the application who were not pooled or

leased at that time; is that correct?

A, That's correct.

Q. Do you have information that you have gained

since that time establishing the parties who were unknown

at that time and unleased who are now known and leased?

A. Yes, I do. I also have a new listing they gave

me this morning which I did not have in my possession.

COMMISSIONER LAY: Can we clarify

something?

MR. WILHOIT: Okay.

COMMISSIONER LAY: This is Exhibit 6 of

the application, not exhibit 6 of --

MR. WILHOIT: Yeah, Exhibit 6 of the

application.

COMMISSIONER LAY: Okay.

BY MR. WILHOIT:

Q. Okay. With respect to tract number 1, are there
any changes in that?

A. That was Bob Paolini's tract.

Q. Okay. Tract number 5, are there any changes in
that?

A. I'm not -- not familiar with that one.

Q. Okay. Tract number 3 -- I mean, tract number
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A.

addresses.

Q.

Commission

A.

Q.

A.

Q.

That's the one I just have listed names and

Okay. That's the list that the Board, that the

provided to you?

Excuse me?

Is that the list that the Board provided to you

Yes, that's correct, sir.

And you'll take that listing and go try and

contact those people to offer them the --

A.
Q.
A.

Q.

familiar with that

A.
lease.

Q.

A.

Q.
Tract 16,

A.

Q.

Yes.

-- opportunity to participate?

Yes.

All right, sir. And tract number 15, are you

is that yours?

tract;

all those are under

the current time,

Yes. At
They are what?
now under lease.

They are

Under lease, okay. So those parties are leased.
Mr. Woods?
Refused to lease.

Okay. And he also owns an interest in tract 21
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and tract

Q.

A.

25 and has the same status on that one?
Yes, correct.

So he remains on our list of respondents. Tract

I'm not familiar with that one.

Okay. Tract 18, is that yours?

Yes. I could not find any heirs after 1952 on

that party.

Q.
correct?

A.
Q
A
Q.
A.
the lease.

by mail.

Q.

And that would be tract 18 and 19; is that

That's correct.

All right. What about tract 29, the Simpsons?
Refused. Contacted twice and refused to lease.
Okay. And tract 39?

I have six out of the seven heirs currently in

The one left has been contacted by phone and

Do you have the name of that one person who

remains unleased?

A.

Q.

Yes. Beverly Henderson.

Okay. So we will be amending this on our order

to include Beverly Henderson as the only unleased person

in tract 39;

A.

is that correct?

That's correct.
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Q. And you have attempted to contact her?

A. Yes.
Q. With respect to all these parties that you have
testified regarding, have you made a diligent effort to

contact those people who you have not been able to

contact?
A. Yes.
Q. What efforts have you used to try and contact

those people?

By mail and by phone.

What sources have you used to try to identify --
Excuse me?

What sort of sources have you used?

» oo > o ¥

I also used the Internet trying to find the
heirs and deceased -- if they were deceased or not.

Q. Based on your experience as a professional, have
you, in your opinion, employed all methods known to you to

try to locate these people?

A. Yes.
Q. In fact, you have made a diligent effort?
A. Yes.

MR. WILHOIT: That's all I would have of
this witness.

COMMISSIONER LAY: Any questions?
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CROSS EXAMINATION

BY MR. RADABAUGH:

Q. On the Internet and on the telephone, I assume
you did a lot of research, courthouse research?

A. Yes.

Q. Diligently?

A. Yes.
EXAMINATION
BY COMMISSIONER LAY:
Q. I think one of my questions is not a question,

but in fact a comment. The tract number 1 that the Board
supplied you -- or the Commission supplied you with an
address for a Kay Bell who is the heir of the unknown in
tract 1, Ernest and Loretta Clayton -- or Layton -- I'm
sorry?
A. I did not handle that particular tract.
MR. WILHOIT: That will be Mr. Paolini.
COMMISSIONER LAY: Okay. Sorry. I
thought he answered the question with regard to tract 1.
That's all the questions I have. Marty?
CROSS EXAMINATION
BY MR. MARTIN:
Q. I have one question. Did you testify that Mr.

and Mrs. Simpson on tract 29 would not lease?
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1 A. Yes, I did.
2 Q. Should they show up on the list of -- perhaps I
3 don't have the right list -- owners of unleased interests?
4 I'm sorry. That was our mistake. I think it was our
5 lease.
6 COMMISSIONER LAY: Brett, any questions?
7 MR. LOFLIN: No, I don't have any
8 questions.
9 COMMISSIONER LAY: You may call your next
10 witness.
11 MR. WILHOIT: Mr. Bob Paolini.
12 MR. ROBERT PAOLINI, after being first
13 previously duly sworn, was examined and testified as
14 follows:
15 BY MR. WILHOIT:
16 Q. Would you state your full name for the record,
17 please?
18 A. Robert Paolini.
19 Q. And how are you employed, Mr. Paolini?
20 A. Senior landman for Chesapeake Appalachia.
21 Q. In connection with your work there, are you
22 familiar with the application currently pending before
23 this Commission?
24 A. Yes, I am.

16

ACCURATE REPORTING SERVICE, INC.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Q. All right, sir. And you are in fact the person

who obtained the Certificate of Consent and Easement?

A. Yes, I did. That's correct.

Q. That's attached as Exhibit 5, correct?

A. That is correct.

Q. Also, you are familiar with some of the parties

listed on Exhibit 6 as unleased interests and --

A. Yes, sir.

Q. With respect to tract 1, is that one you worked
on?

A. Yes, it is.

Q. Is there any change in the list of owners as we

submitted with the application to date?

A. Not other than what I just found out today, the
list of names that the State provided, that's the only
change I know of.

Q. Okay. That's the one that we were provided with
today by the Commission, Ms. Kay Bell?

A, Yes.

Q. And you will attempt to contact her and offer
her an opportunity to participate?

A. Absolutely, ves.

Q. But she does remain an unleased interest; is

that correct?
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A. Right.

Q. Well, let me correct that. The Laytons are --
they do have a lease, right?

A. Yeah. 1It's the CO2 modification agreement we

need from them.

Q. The CO2 is not leased?

A. Right.

Q. Make sure the Board understands the CO2 is not
leased. That remains unleased. Now, with respect to
tract number 5, was that also your project?

A. Yes, it 1is.

Is there any change in status on that?
No.
There are still unleased interests?

It's an unleased interest.

Q. Tract number 17, Arch of West Virginia, is that
17 still an unleased tract?
18 A. Yes, sir, it is.
19 Q. And were you assigned any of these other tracts,
20 is there any change in any of these other tracts you were
21 assigned to?
22 A. No.
23 Q. So the only real change then would be in tract
24 1, the Kay Bell being an heir of the Laytons?
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A. That's correct.

Q. All right, sir. In connection with your work in
trying to locate these people, did you in fact in your
professional opinion exercise due diligence in trying to
locate these unknown people?

A. Yes, I did. I searched courthouse records, I
searched the abstract we had from the 1980's when we
attempted to locate them at that time, and I did use the
Internet and telephone also trying to locate them.

MR. WILHOIT: That's all I have of this
witness.
COMMISSIONER LAY: Any questions?
MR. RADABAUGH: No questions.
COMMISSIONER LAY: Marty?
CROSS EXAMINATION
BY MR. MARTIN:

Q. What is the total percentage that you have
leased in the unit now as of today?

A. It's 88, I think he just said, and then we had a
few more leases. I haven't figured the percentage yet
from what Ralph has added.

MR. WILHOIT: Let me ask this. The people
that you have located and contacted, have they returned

the leases yet to you?
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MR. PARSONS: All of them except for the

one, and I have contacted them, sir, and they haven't
returned anything.

MR. WILHOIT: And that was Mr. Parsons
testifying. We will submit a revised Exhibit 6 to you
setting out who has been leased and who remains unleased
and the totals. We'll do that with the order.

COMMISSIONER LAY: Anything else? Marty,

Brett, any questions?

MR. MARTIN: No.

MR. LOFLIN: No questions.

COMMISSIONER LAY: Call your next witness,
please.

MR. WILHOIT: Mr. Rob Schindler.

ROBERT SCHINDLER, after being first
previously duly sworn, was examined and testified as
follows:

BY MR. WILHOIT:

Q. Would you state your full name, please, for the
record?

A. Robert E. Schindler.

Q. And what is your position?

A. I am a senior drilling engineer, Chesapeake
Appalachia.
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Q. In connection with this application currently
pending before the Commission, are you familiar with the
authority for expenditure, or AFE, which is attached as

Exhibit No. 47?

A. Yegs, I am.

Q. Did you in fact prepare it?

A. Yes.

Q. All right, sir. What is the estimated costs for

a dry hole?

A. Estimated dry hole costs is $603,457.

Q. And what would be the costs of a completion?
A. < $432,670.

Q. And does your AFE contain a provision for a

monthly operating charge?

A. No. That comes under Jeff's testimony.

Q. Okay. So -- all right, sir. Are you familiar
then also with Exhibit No. 1 and 2 as far as the location
of the well?

A. Are you familiar what?

Q. As far as the location of the well on Exhibits

No. 1 and 2?

A. Yes.
Q. Is that a correct location?
A. Yes.
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Q. All right, sir.
MR. WILHOIT: I believe that's all the
questions I have of this witness.
MR. RADABAUGH: Nothing for me.
COMMISSIONER LAY: Call your next witness.
MR. WILHOIT: Okay, Mr. Jeff Cable.
JEFF CABLE, after being first previously
duly sworn, was examined and testified as follows:
BY MR. WILHOIT:
Q. Mr. Cable, would you state your name, please,
for the record?
A. Jeff Cable.

Q. And how are you employed, Mr. Cable?

A. I'm the senior reservoir engineer for Chesapeake
Energy?
A. All right, sir. In connection with your job,

are you familiar with the application currently pending
before this commission?

A. Yes, I am.

Q. And in connection with that, are you familiar

with the well that is proposed to be drilled?

A. Yes.
Q. Do you know what the estimated reserves are?
A. Yes. 1.8 bcf.
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Q. All right, sir. Now, I'll ask you this

question. In connection with the operation of this well,
will Chesapeake be imposing a monthly operating fee?
A. Yes. The estimated operating -- monthly

operating fee will be $876.45.

Q. All right. 1Is that fee based on actual costs?
A. That includes actual direct costs and overhead.
Q. All right, sir. In connection with the

application, are you familiar with the Exhibit No. 3
attached thereto?

A. Yes.

Q. And is it your testimony -- or let me ask you
this. Are there any other wells, deep wells within a two

mile radius of the proposed location?

A. Other than Tuscarora wells, no.
Q. And those Tuscarora wells are operated by you?
A. Yes.

MR. WILHOIT: That's all I have of this

witness..
EXAMINATION
BY COMMISSIONER LAY:
Q. Exactly the breakdown of the $876 per month

operating fee, what portion of that is actual costs, what

portion is overhead?
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A. $609.38 would be actual, and $167 overhead.

Q. What is included in your actual estimated costs?

A. That would be direct labor, vehicles, any
materials used to operate the wells.

Q. What type of materials would be involved in
that?

A. Well, just -- just the overall operation of the
field. The costs are basically split amongst all the
wells out in the field.

Q. That would include compression, stripping
facilities, all those --

A. Well, that -- that is -- that is a separate
issue because it's taken out of the C02 revenue part, the

compression and the separation. The $609 is direct well

operation costs.

Q. And you're charging the balance to LOE?

A Right.

Q. In another form?

A (No response.)

Q. I mean, if it's LOE expense, shouldn't it be
included in this?

A. Well, it is. That $609 is all -- is everything
included in the operation of the wells in the field.

Q. That's all in costs?
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A. Right. The $167 overhead would be the

Charleston --

Q. That's your corporate G&A?

A. Right.

Q. But the $106 -- or the $109 is all in LOE

expense to the entire --

A. $609, right.

Q. And that is based on costs, not -- actual costs?

A. That's based on actual costs.

Q. And it varies monthly depending upon those

A. Yeah.

Q. Okay.

COMMISSIONER LAY: Marty, you have any

questions? Brett?

MR. LOFLIN: No, I don't have any

questions.

COMMISSIONER LAY: You may call your next

witness.

MR. WILHOIT: That would be all the
witnesses we would have today in this hearing, and I would
respectfully ask the Commission that they enter an order
designating this applicant as operator of the proposed

well in unit block 107 and interests of the unleased
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owniers and parties set out on Exhibit 6 be pooled, and
that the unit be formed and that an order be entered to
that effect. That would be all we have.

COMMISSIONER LAY: Any other questions
from the Commission?

(No response.)

COMMISSIONER LAY: We're off the record.

(A discussion was had off the record.)

COMMISSIONER LAY: We'll go back on the
record then. We're back on the record. Do we have a
motion?

MR. RADABAUGH: 1I'll make a motion to
grant the relief requested by Chesapeake to pool the
unknown and unleased interests. Also, Commission would
like to have an updated list of those leased persons.
Also, final costs after completion of well, we would like
to have a copy of those with it with reconciliation to the
estimates of the AFE. Also, that all costs for the
drilling and operating of the well reflects Chesapeake's
actual costs.

COMMISSIONER LAY: Do we have a second?

MR. GUM: Second that motion.

COMMISSIONER LAY: We have a motion and a

second. Any further discussion?
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(No response.)

COMMISSIONER LAY: All those in favor of
the motion say aye.

(All members were in favor of the motion.)

COMMISSIONER LAY: Motion carried. I
would request that counsel for Chesapeake draft a -- or
prepare a draft order for staff to review and the
Commission to review as well.

MR. WILHOIT: Yes, sir.

COMMISSIONER LAY: Submit that to Mr.
Loflin. Anything else from members of the Commission?

MR. RADABAUGH: Nothing here.

COMMISSIONER LAY: Staff?

MR. MARTIN: The escrow language, did we

say something about the escrow language; was that in your

motion?
MR. RADABAUGH: No, it wasn't.
COMMISSIONER LAY: That's something we
probably -- I guess we need to address that outside the
motion, but your order should -- should stipulate how

you're going to handle the funds due to the unknowns that
cannot be located.
MR. WILHOIT: I'll have to look at the

order. I'm not sure.
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COMMISSIONER LAY: Pardon me?

MR. WILHOIT: 1I'll have to look at the

~order we've used in the past and see if it addresses that.

I'm not sure if it does or not.

COMMISSIONER LAY: I don't recall.

MR. MARTIN: I don't think it does either.

There might be something in the original where we

established the special field rules. There may be

something in there about it -- the unknowns, the monies

due being escrowed. I'm not sure either. We'll have to

go back and look.

COMMISSIONER LAY: Anything further from

the Commission or Staff?

(No response.)

COMMISSIONER LAY: Anything Chesapeake

wishes to put of record?

MR. WILHOIT: No.

COMMISSIONER LAY: Okay. We'll close the
record then. Thank you.

(The proceeding was concluded at 1:55

* * % % % %
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STATE OF WEST VIRGINIA,

COUNTY OF KANAWHA, to-wit:

I, Barbara E. Welsh, Court Reporter and Notary
Public, do hereby certify that the foregoing is, to the
best of my skill and ability, a true and accurate
transcript of all the proceedings had in the
aforementioned matter, as reported by me in stenographic
characters and transcribed into the English language.

Given under my hand this 18th day of October,

ra) E. We¥sh, /Court Reporter
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| west virginia department of environmental protection

Oil and Gas Conservation Commission Joe Manchin IIT, Governor
601 57" Street, SE www.wvdep.org
Charleston, West Virginia 25301

BEFORE THE OIL AND GAS CONSERVATION COMMISSION
' OF THE STATE OF WEST VIRGINIA

IN THE MATTER OF THE REQUEST BY CHESAPEAKE

- APPALACHIA, LLC FOR AN ORDER FROM THE DOCKET NO. 173
COMMISSION POOLING TRACTS AND.INTERESTS OF
OIL AND GAS OWNERS FOR THE DEVELOPMENT AND CAUSE NO. 28

OPERATION OF UNIT BLOCK #107 IN THE TUSCARORA
SANDSTONE POOL OF THE INDIAN CREEK FIELD,
MALDEN DISTRICT, KANAWHA COUNTY, WEST
VIRGINIA.

NOTICE OF HEARING

The Oil and Gas Conservation Commission in Cause 28, Order:1, established special field rules
for the Tuscarora sandstone pool of the Indian-Creek Field. The Order dictated that each drilling unit
would encompass 640 acres and that each well shall be located not less than 1,500’ from a unit
.boundary. Chesapeake. is requesting an order from the Commission pooling the interests in tracts of
certain owners (list attached) of the oil and gas in place in the Tuscarora -formation in unit block #107
consistent wuth and pursuant to the | provnsnons of WV.Code 22C-9- 7(b) as amended. The matter is set
for: . .
BATE: September 14, 2006
TIME: 10:00 am

PLACE: Department of Environmental Protection
) Qil and Gas Conservation Commission
- 601 57 Street, SE
- Charleston, WV 25304
(304)926-0499, Ext 1656

OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA

o o oy
BarryK Lay, csamssuonerx;

Dated this 23" day of August, 2006, at Charleston, West Virginia.

Promoting a healthy environment.




| west virginia department of environmental protection

Oil and Gas Conservation Commission Joe Manchin ITI, Governor
601 57™ Street, SE www.wvdep.org
Charleston, West Virginia 25301

BEFORE THE OIL AND GAS CONSERVATION COMMISSION
: OF THE STATE OF WEST VIRGINIA

IN THE MATTER OF THE REQUEST BY CHESAPEAKE

APPALACHIA, LLC FOR AN ORDER FROM THE DOCKET NO. 173
COMMISSION POOLING TRACTS AND INTERESTS OF
OIL AND GAS OWNERS FOR THE DEVELOPMENT AND CAUSE NO. 28

OPERATION OF UNIT BLOCK #107 IN THE TUSCARORA
SANDSTONE POOL OF THE INDIAN CREEK FIELD,
MALDEN DISTRICT, KANAWHA COUNTY, WEST
VIRGINIA.

NOTICE OF CONTINUANCE

The Oil and Gas Conservation Comm:ssnon in Cause 28, Order 1, established special field rules
for the Tuscarora sandstone pool of the. Indian Creek Field. The Order dictated that each drilling unit
would encompass 640 acres and that ‘each well shall be located not less than 1,500’ from a unit
boundary.- Chesapeake is requesting an order from the Commission pooling the interests in tracts ‘of
certain owners (list attached) of the 0|| and gas in place in the Tuscarora formation in unit block #107
consistent wnth and pursuant to the provisions of WV Code 22C-9-7(b) as amended The matter is set
for: .

DATE: October 12, 2006

'TIME: 1:00 p.m.

PLACE: Department of Environmental Protection
‘ Qil and Gas Conservation Commission
601 57" Street, SE
Charleston, WV 25304
(304)926-0499, Ext 1656

OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA

W,
Ui

EXHIBIT

PENGAD 800-631-6989

Promoting a healthy environment.



I west virginia department of environmental protection

Oil and Gas Conservation Commission Joe Manchin III, Governor
601 57" Street, Charleston, WV 25304 Stephanie R. Timmermeyer, Cabinet Secretary
www.wvdep.org

September 25, 2006

Charleston Newspaper
Attention: Legal Ad

P O Box 2993
Charleston, WV 25330

RE: Legal advertisement

Dear Sir:

Please publish the enclosed REVISED “Notice of Hearing” as a legal advertisement on
Wednesday, September 27 and again on Wednesday, October 2, 2006. On September 14, 2006 a
“Notice of Hearing” was sent to you requesting it be publish, I would like to withdraw that

. request as the time of the hearing has now been changed.

.Please send invoice and certification to:

Oil and Gas Conservation Commission
Attention: Cindy Raines

601 57™ Street, SE

Charleston, WV 25304

If you have any questions, please call me at 304.926.0499, ext 1656.
Sincerely,
Cindy Raines
Adm. Secretary

encl:

PENGAD:800-631-6989. )8

Promoting a healthy environment.
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Owners of leased tracts without
Modification agreement
Victor V. Stover
Dawn Kimberly Burris
John Layton
Larae Casner
Nina Jean Harges
Ernest M. Layton
and Loretta Layton Heirs
Owners of unleased interests
Willa Crowder
Vernie Crowder
Vivian Crowder
~ Janice Crowder
Loretta Gilliam

.Bessie May Collins, Estate

Shirley Crowder, Estate

" Keith Woods
J. Hudson Robinson

' Alma Hackey Heirs

Address

Unknown
Unknown
Unknown
Unknown

Unknown
Unknown

Address
Unknown
Unknown
Unknown
Un‘knqwn

Unknown

~ Unknown 7

‘Unknown

Unknown

* Unknown

Unknown

PENGAD 800-631. 5955 |
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r Chesapeake

Natural Gas.
Natural Advantages.
LAW DEPARTMENT Tinki M. Williams
Paralegal
900 Pennsylvania Avenue
August 22, 2006 P. O. Box 6070

Charleston, WV 25362-0070 \
DD: 304.353.5180
Fax: 304.353.5234

. . L Email: twilliams@chkenergy.com ‘
Oil and Gas Conservation Commission

Department of Environmental Protection ‘
601 — 57" Street
Charleston, WV 25304

Attention: Cindy Raines

Re: In the Matter of the Application of Chesapeake Appalachia,
L.L.C. for an Order from the Commission Pooling Tracts and
Interests of Oil and Gas Owners in the Absence of a Voluntary
Agreement for The Development and Operation of Unit Block
107 in the Tuscarora Sandstone Pool of the Indian Creek Field,
Malden District, Kanawha County, West Virginia, Pursuant to
West Virginia Code 22C-9-7(b), As Amended

Dear Ms. Raines:
Enclosed for filing is Chesapeake Appalachia, L.L.C.’s Application in the captioned
matter. If everything is in order, please set the matter for hearing and advise us of the
time and date. If you have any questions or need additional information, please call me.
Sincerely, .
~N
inki M. Williams

Enclosure

L:ATinki\Force Pooling\WellNoB25550Filing.8.22.06.doc

PENGAD 800-631-6989 I

Chesapeake Energy Corporation - Eastern Division :
900 Pennsylvania Ave. « Charleston, WV 25302 ¢ P.O. Box 6070 * Charleston, WV 25362-0070
304.353.5000 « fax 304.353.5231




BEFORE THE OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF WEST VIRGINIA

IN THE MATTER OF THE APPLICATION OF CHESAPEAKE
APPALACHIA, L. L. C. FOR AN ORDER FROM THE

COMMISSION POOLING TRACTS AND INTERESTS OF DOCKET NO.
OIL AND GAS OWNERS IN THE ABSENCE OF A VOLUNTARY
OF UNIT BLOCK 107 IN THE TUSCARORA SANDSTONE CAUSE NO.

POOL OF THE INDIAN CREEK FIELD, MALDEN DISTRICT,
KANAWHA COUNTY, WEST VIRGINIA, PURSUANT

)
)
3
AGREEMENT FOR THE DEVELOPMENT AND OPERATION )
)
3
TO WEST VIRGINIA CODE 22C-9-7(b), AS AMENDED. )

APPLICATION

Comes now the Applicant, Chesapeake Appalachia, L. L. C., a limited liability company,
and states the following:

1. This Application is filed pursuant to West Virginia Code 22C-9-7(b), as amended.
2. Applicant is an operator within the meaning of West Virginia Code 22C-9-2(4).

3. By Order entered on the 29" day of August, 1979, the Commission established
jurisdiction over Applicant's deep well drilling program in the Indian Creek Field, and further
established Special Field Rules for the Tuscarora Sandstone Pool of said Field situate in
Kanawha County, West Virginia.

4. That said pool and Field have been identified by Exhibits filed in previous Hearings
before the Commission and that the drilling units formed in said Field are comprised of six
hundred forty (640) acres each.

5. Applicant has filed an application for a drilling permit with the West Virginia
Department of Mines, Oil and Gas Division, for the drilling of its proposed Well No. 825550 in Unit
Block 107 of the Indian Creek Field. The proposed location of said well is more particularly
shown and identified on Applicant's Exhibit Nos. 1 and 2, attached hereto and made a part
hereof.

6. To the best of Applicant’s knowledge, no operator, other than the Applicant, desires
to operate Unit Block No. 107. Further, there are no operators, other than Applicant, of permitted
deep well locations within two (2) miles of the proposed location of Well No. 825550, as shown on
Applicant's Exhibit No. 3, attached hereto and made a part hereof.

7. Applicant estimates that the dry hole and completion costs for Well No. 825550 and
associated well line are $603,457 and $432,670, respectively, as shown on Applicant’'s Exhibit
No. 4, attached hereto and made a part hereof.

8. In compliance with West Virginia Code, 22C-9-7(b)(4), as amended, Applicant has
obtained a Certificate of Consent and Easement Agreement from the surface owner of the tract of
land upon which Well No. 825550 is to be drilled, a copy of which is attached hereto and made a
part hereof as Applicant’s Exhibit No. 5.

9. Applicant has obtained Lease Agreements from over 88% of the oil and gas owners
in Unit Block 107 of the Indian Creek Field. The owners of the oil and gas who have not entered



into a lease or signed a voluntary modification agreement are shown on Applicant's Exhibit No. 6,
attached hereto and made a part hereof.

10. Applicant has made reasonable efforts to locate and/or obtain leases or voluntary
Unitization Agreements from the owners of the unleased tracts. However, to date, these efforts
have been unsuccessful.

11. Applicant represents that unless an Order is entered by the Commission designating
Applicant as operator of Unit Block No. 107 and pooling the interests and tracts of the owners of
the oil and gas in place within this unit, the oil and gas within the Tuscarora Formation underlying
the tracts within Unit Block No. 107 will not otherwise be produced and developed.

12. Based on the above, Applicant respectfully represents that the granting of the relief
requested in this Application will:

(a) Foster, encourage and promote development, production, utilization, and
conservation of oil and gas resources;

(b) Prohibit waste of oil and gas resources;
(c) Encourage the maximum recovery of oil and gas in Unit Block No. 107;
(d) Not interfere with the correlative rights of other operators insofar as their

interest may be provided for in accordance with West Virginia Code,
22C-9-7(b) as amended; and

(e) Not interfere with or alter development of the spacing pattern of the total
area encompassed within the Special Field Rules.

WHEREFORE, Applicant respectfully requests that the Commission enter an Order
(i) designating Applicant as operator of its proposed Well No. 825550 in Unit Block No. 107;
(ii) pooling the interests and tracts of the unleased owners of the oil and gas in place in the
Tuscarora Formation in Unit Block No. 107 consistent with and pursuant to the provisions of West
Virginia Code, 22C-9-7(b) as amended, and (iii) granting the Applicant such other relief, both
general and special in nature, as to the Commission deems just and fair.

CHESAPEAKE APPALACHIA, L. L. C,,
A limited liability company
By Counsel

MM% ’7’!/ n/
ANTHONY A@ALHOH‘ ’

COUNSEL FQR APPLICANT

Chesapeake Appalachia, L. L. C.

P. O. Box 6070
Charleston, West Virginia 25362-0070

L:\Tinki\Forced Pooling\Application.825550.1C107.8.10.06.doc




Well No. 825550
Block 107 — Indian Creek Field
Malden District, Kanawha County, WV

Ir.1 245.28 acres
Ir.2 280.64 acres
Ir.3 12.54 acres 99733
Tr. 4 4.56 acres ha

Ir.5 63.88 acres Exhzblt 1
Tr.6 20.52 acres
Ir.7 0.23 acres
Tr.8 2.64 acres
Ir.9 0.16 acres
Tr.10-39 9.55 acres

Total 640.00 acres

Quadrangle
Location:

Chesapeake .

0
SCALE:

Natural Gas

: Natural Advantages Technician: ~ ssimms
Quick, WV Plot Date: 21-AUG-2006

g:\Law\Keith Moffatt\825550exh.bor

THS WAP MAY NOT REFLECT TRACTS LESS THAN 10 ACRES




Exhibit ”2”

Well No. 825550
Block 107 - Indian Creek Field
Malden District, Kanawha County, WV

NOTICE

Quadrangle
Location:

- Chesapeake .

o
N ———]

MANAGER, TECHNICAL
CHESAPEAKE ENERG

Natural Gas

: Natural Advantages Technician:  ssimms
Quick, WV Plot Date: 21-AUG-2006

g:\Law\Keith Moffatt\825550Bexh.bor

THS MAP MAY NOT REFLECT TRACTS LESS THAN 10 ACRES
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Exhibit ”3”

Quadrangle
Location: SCALE:
0 1500 3000
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P Natural Advaniages Technician:  ssimms
TS e Y BT LT TRACTS L3S TN A Quick, WV Plot Date: 2/-AUG-2006
g:\Law\Keith Moffatt\B25550Cexh.bor




!

Chesapeake

At G BUDGET NO. AFE NO. 825550
il {} o
i Adieintiges MISCELLANEOUS ASSIGNMENT NO.

Description and Justification: DPrill and cempiete new Indian Creek well t 825850

Twp. / Dist. Maiden County Kanawha State wv

Est. Start Date Est. Compl. Date Est. T.D. 6760 Est. SIP

Formations Tuscarora Lease (name-no./ Co.) Block 107

Region SE Tax Partnership Operator CHK

Prospect / Field indian Creek Prepared by Schindler Prepared date 08/11/06
Net Revenue Interest % Working Interest % Cost Interest %

INTANGIBLES
Dry hole Completion Total

Contract Drilling 5310 ft. @ $24 /ft. $127.440 $127,440
Contract Day Work

Drilling 7d.@ $10.200 /d. $71,400 $0 $71,400

Log/Perf/Comp/ Coring 2d.@ $10.200 /d. $20,400 $0 $20,400

Other de $0 /d. $0 $0 $0
Company Labor & Consuitant $10,000 $5.000 $15,000
Road & Location (Inc. Reclamation & Damage) $30,000 $10.000 $40,000
Trucking & Hauling $15,000 $8,000 $23,000
Rental of Equipment incl. mud pump $12,000 $4,000 $16.000
Service Rig 12d.@  $2,000 /d. $0 $24,000 $24,000
Cementing Mt'l and Services $45,000 $15,000 $60,000
Logging $17.500 $5.000 $22,500
Perforating $0 $6,000 $6.000
Stimulating $0 $105,000 $105,000
Other Contract Service Towing, H2S, flowback, etc. $15.000 $10,000 $25,000
Personal and Travel Expenses $1,000 $500 $1,500
Company Equipment and General Tools $1.000 $500 $1,500
Permits and Surveys $10.000 $0 $10.000
Drilling Bit17 1/2" 61/4", 3 3/4" $15,000 $1,000 $16,000
Mud and Chemicals __incl. Fuel $20,000 $6.000 $26,000
Other Expendables $12,500 $6.000 $18,500
Land and Lease Costs / Abstracts $30,000 $0 $30,000
Overheads / labor ___$3.000 $2,000 $5,000

TOTAL INTANGIBLES $456,240 $208,000 $664,240

EXHIBIT NO. 4




TANGIBLES (remaining costs through completion )

c Lenath Ft.  Size.in Wt./ft. Gr. Price/Ft. Drvy Hole Completion Jotal
A $0 $0 $0
S 40 20 LP_$3250 $4,300 $0 $1.300
| 700 133/8 37 LS $2350 $16,450 $0 $16,450
N 1950 95/8 323 LS $16.11 $31.415 $0 $31.415
G 5400 7 23 J _$15.38 $83.052 $0 $83.052
6,850 44/2 135 L $14.20 $0 $97.270 $97.270
Tbg. 6,800 23/8 47 AB  $425 $0 $28,900 $28,900
Wellhead assembly $12,000 $25,000 $37.000
surface Equip -GAS $0 $8,000 $8,000
surface Equip -OIL $0 $0 $0
Downhole Equipment $3,000 $3,000 $6,000
Non-Controllable Equipment $0 $0 $0
TOTAL TANGIBLES $147,217 $162,170 $309,387
TOTAL WELL COST $603,457 $370,170 $973,627
Well Line Costs 2500' @ $17.00 $0 $42,500 $42,500
Meter Costs $0 $10,000 $10,000
Other Costs Labor & equip. to get off loc. & tie in $0 $10,000 $10,000
Well 825550
TOTAL LINE & MEASUREMENT COST $0 $62,500 $62,500
TOTAL PROJECT COST $603,457 $432,670 $1,036,127
APPROVAL DATE
APPROVAL DATE
JOINT INTEREST APPROVAL
COMPANY NAME APPROVAL DATE
Net Revenue Interest % working Interest % Cost Interest %

TnIs AFE represents only the estimated costs, and shall not supercede the terms of the Operating Agreement or COPAS accounting practice.
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Chesapeake Well No. 825550

Lease No. 1017417-000

CERTIFICATE OF CONSENT AND EASEMENT
This Certificate of